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How Can We Avoid Economic 
Collapse? 


Mr. Jacosy: Today half the people in the world have almost 
nothing at all, yet we Americans are living in a two-hundred- 
billion-dollar-a-year economy with high production, high em- 
ployment, and high income, unparalleled in peacetime. The 
recent history of the United States is marked by boom and bust; 
it is punctuated with depressions. So Americans are asking 
themselves: When will this boom end; how soon will depression 
strike? Do these widespread fears of economic collapse have any 
real foundation? 


Mr. NeEtson: They have foundation, but I believe that they 
can be avoided. We can be smart enough—be statesmen enough 
—I think, to keep on expanding our economy. I saw this great 
nation of ours during the war meet a challenge which everyone 
thought impossible; and it came through, surprising ourselves as 
well as surprising the whole world. We can be smart and avoid an 
economic collapse. 


Mr. Pecrum: I am very much alarmed at the present situa- 
tion throughout the world. The situation in England today 
threatens economic collapse there. It seems to me that, when 
these various countries are on the verge of economic break- 
downs, we must recognize the fact that they will have reper- 
cussions in the United States. 


Mr. Jacosy: I am sure that we can agree that by “‘collapse”’ 
we mean a sharp fall in prices and in production, accompanied 
by a really large increase in unemployment. We know that in the 
past after major wars, both the Civil War and World War I, we 
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have had economic collapses in the United States. We have de- 
veloped a pattern—with a recession, rather sharp but short, 
coming a year or two after the war ends, and then seven or eight 
years after that another longer and deeper and more disastrous 
recession. The question is whether we can avoid this pattern this 
time. 

For example, let us tackle the first and the more immediate 
problem. Is a serious business recession likely in 1947? That 
raises the question of whether the pattern in 1920 and 1921 is 
being repeated. A year and a half after the Armistice was signed 
in 1918, we began a recession which brought about within one 
year a 40 per cent drop in prices and a 25 per cent cut in produc- 
tion. Is that likely to happen now? 


Mr. Pecrvum: First of all, we have to recognize the fact that 
there are very many features which are likely to mitigate against 
that. For example, the total monetary supply and credit potenti- 
alities available for expansion in buying and production are at 
an all-time high, both in total and per capita. Total savings of 
about eighty-one billion dollars available for spending in the 
hands of individuals are also at an all-time peak. The national 
income, measured in dollars, is at the highest peacetime level in 
our history and only slightly below the wartime top. Further, it 
is more evenly distributed than ever before. There is a dire short- 
age of consumers’ goods, especially durable consumers’ goods, 
and housing. A considerable part of our supply of capital goods 
is suffering from undermaintenance or obsolescence, such as, for 
example, railroads. We have a huge federal budget, with unem- 
ployment funds, public works projects—all of which may be 
used if a price drop threatens and which stand there ready to 
resist deflation. 
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Mr. Jacosy: Those are optimistic factors, but do we not have 
some threatening factors in this situation at present also? 


Mr. Netson: There is a threatening factor in the situation. 
Our price structure, for example, is maladjusted. Some prices 
are out of line—some are too high; some are too low. 


Mr. Jacosy: What prices do you think are too high? 


Mr. NEtson: Certainly the prices of food are too high today. 
The price of clothing also is too high, I think. When the cheapest 
shirts you can buy on the market are somewhere near five 
dollars, that is too high. To me the answer to this price-structure 
problem is not necessarily a decreasing price structure which 
will lead to collapse; the answer is in more production and more 
distribution. 


Mr. Jacosy: And we want more production without more 
income. 


Mr. Netson: And we want more efficient production. 
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Mr. Jacosy: Correct. 


Mr. Pecrum: More efficient production, though, means some- 
thing in the way of readjustment in prices, does it not? When 
you say that what we need is more production, that greater pro- 
duction will bring about a pressure on prices, will it not, Nelson? 


Mr. Netson: Why, certainly. But if we get a price adjust- 
ment on the basis that we produce things for less money with- 
out decreasing wages, we have a condition in the economy 
which, I believe, is good, not bad. 


Mr. Pecrum: But does the price adjustment not bring about 
a reduction, temporarily at least, in production, with a pressure 
on wages and employment? 


Mr. Netson: Temporarily. I hope that we can resist it. 


Mr. Jacosy: And it also depends, it seems to me, on how 
widespread the price adjustment is. If all prices fall, it does tend 
to make people pessimistic and to lead businesses to defer their 
plans for expansion, and unemployment results. 


Mr. Ne sow: And people stop buying. 


Mr. Jacosy: But it can be done if we can hold the price fall 
to the food prices, which have risen 80 per cent since 1940 (that 
is a tremendous increase). My judgment is that farm prices, food 
prices, passed their peak last October. I think that they are on 
the way down now. The problem is to prevent the fall in food 
prices from becoming too general and too sharp. 


Mr. Pecrum: How do you prevent that spread? Once there is 
a break in some major part of the structure, how do you prevent 


its spreading temporarily until you get to a plane which can be 
held? 


Mr. Jacosy: The problem is one, I think, of maintaining con- 
fidence and maintaining consumer income. So far, despite the fall 
in food prices which we have already seen since last October, 
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there has not been any decline in the amount of income available 
to consumers. 


Mr. Pecrum: At the same time we have had a drop in our 
foreign trade. At the present time we are doing considerable in 
sending our food abroad and keeping our prices up by govern- 
ment expenditures and government aid, lend-lease, and so on. 
That looks as though it is going to come to an end now. I do not 
see how that can help reacting throughout the price structure 
and bringing about a rather substantial decline. 


Mr. NeEtson: But the average family needs a great many 
durable goods. Many people need a house; many people want an 
automobile and a refrigerator. And what we are seeing happen 
now, it seems to me, is a gradual decline in the amount spent on 
food, and that, makes money available for buying these durable 
goods which people want. 


Mr. Pecrum: What we have, then, is a shift in emphasis in 
the production of some things to others. But does that shift not 
take time? When you have a drop in the purchasing power of the 
farmer, that reacts upon the manufacturer—he hesitates to em- 
bark upon new production—there is a shrinkage in total pur- 
chasing power which must react upon the prices of the manu- 
facturers’ goods. 


t The Department of Commerce reports the following figures (in millions of 
dollars) for goods transferred to foreign countries during the first three quarters 
of 1946: 


QUARTER 
First Second Third 
Through government channels: 

“Straight” lend-lease........... Pe ER pe eieic; avaysy ae £ 48 MS TBR etc) avashysarchovs 

Reimbursable and credit lend-lease .............. 138 462 S$ Ni57 

BOUT eee tral tin tris oss) sibiats asc? G.ala oie eo sfecaa 303 365 260 

Civilian supplies for occupied countries........... III 204 100 

Surplus: propertiess ccc cols vale cc eave ase 170 528 461 

Other sales by government .......-..--.+-+--+5 202 336 227 

GPE Pes Se Re Oe eR IP Ts SRR poe $ 972 $1,906 $1,205 

Merchandise sold through private exports.. ........ $1,449 $1,667 $1,844 
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Mr. Jacosy: The boom of income of the farmer during the 
war has been greater than any other class in society. Cash farm 
income has gone up I5S0 per cent since 1940. I think that the 
farmer can afford to take a cut probably better than other sec- 
tions of the country at this time. 


Mr. Netson: You mean a cut without in any way bringing 
him close to collapse or disaster, that is. 


Mr. Jacosy: That is exactly what I mean. 


Mr. Pecrum: There is not much likelihood of that at this 
time, of course, because of the liquid position of the farmer. The 
point which I want to get at here, however, is that the recession 
in prices, which may very well come as a result of the distortion 
which we have at the present time, cannot come, it seems to me, 
without temporarily bringing in its train a recession in business 
activity and in output. If it does happen that way, it will be, 
I believe, the first time in our economic history. 


Mr. Netson: I do not disagree that we may have a temporary 
situation which may be rather troublesome. Any price-adjustment 
problem is troublesome. People have to have confidence in the 
future. We must not begin to retract all the time. I keep coming 


2 The index of the volume of agricultural production for selected years was as 
follows (1935-39 = 100): 


YEAR 
Type or Propuct 

1940 1942 1944 1946 
Total agriculcural production......... IIo 124 136 131 
Total food production .............. III 125 138 134 
Ota DOGS CrOpG wre are aco. x a toiec’s. ais s\ais 109 124 129 140 
ICOUIADARES cielce nag’ nere ed cla eels '« IIo 139 148 159 
RiaCK Props civic ieseita ciere's.«'a's III 129 137 156 
Fruits and tree nuts............ 110 £17 123 130 
Vegetables (excluding truck crops) IoI 104 106 118 
PURAMCTODS speed cere sores eis'ais'e's aes 104 IIo 81 107 
Total food livestock..............- 112 126 141 132 
Meat animals oe 118 132 155 138 
Poultry and poultry products.... 109 131 153 143 
s EAD EAL Y LOCUS a cshe.e du aisi3/cia scale 10S 114 IIs 116 
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back to my major thesis that our problem is to get more produc- 
tion and more distribution, not alone here, but in the world. 


Mr. Jacosy: I think that I agree with that. Would you not 
agree, however, with the point that in the food industries and 
probably in the textile industries we are going to get some fall in 
production? The question is whether we can get enough rise in 
construction and in the output of durable things to take up the 
slack. 


Mr. NeEtson: Quite definitely. I agree with that 100 per cent. 
That is true. 


Mr. Jacosy: That raises a very important question, does it 
not, of whether the prices of durable goods, including houses, 
have risen so far and so fast that they are priced out of the 
market for many consumers? 


Mr. Pecrum: Pricing out of market always relates to the 
question of national income. Goods are not very badly priced out 
of the market at the present time, I take it, in view of the fact 
that, for example, our automobile showrooms are empty. The 
automobiles are being sold as fast as they can be produced, 
houses seem to be way behind schedule on building, and so on 
down the line. If, however, the national income shrinks as a 
result of agricultural prices’ receding, then we will have a new 


situation, and that is when things become priced out of the 
market. 


Mr. Jacosy: That is true. 


Mr. NeEtson: I want to point out that during the war we had 
to stop making automobiles, and our roads are full today of cars 
which should not be running on the roads. We have to have more 
automobiles to keep our economy going. During the war, owing 
to the tremendous program which we had to put through, we 
had to stop the building of houses. We did not build even as 
many houses during the war as were destroyed by fire and 
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obsolescence. And when we see the expanding economy—boys 
coming back from the wars wanting to get married and estab- 
lish a home—I think that the demand is constant there. And, 
while it is true that there will be some uncertainty during the 
price adjustment of farm products of which we have talked, 
nevertheless, the demand is there. 


Mr. Jacosy: I am very skeptical of this argument that houses 
now cost so much and automobiles now cost so much that the 
average American family will not be able to buy them. We must 
remember that the amount of dollars—disposable consumer in- 
come after taxes—is just about twice as much now as it was in 
1940 and that it is pretty well distributed, as has been pointed 
out. That is, the low-wage industries have come up faster than 
the high-wage ones have. 


Mr. Pecrum: That is very true. 


[9] 


Mr. Jacosy: We can stand a lot of price increase and still 
have a big market—with double the dollars to spend. 


Mr. Pecrum: At the same time, we would all agree, I think, 
that just so long as present incomes, present wages, present em- 
ployment, and present total national income remain at their 
present levels, we are going to have unfilled demands. The 
crucial point is whether they can remain at their present levels. 
It is when there is a drop that the problem arises. The agricul- 
tural situation is perhaps the most disconcerting immediately. 
We have all kinds of people wanting automobiles, but if they do 
not have jobs or if they have to take reductions in wages— 
whether it is in terms of hourly pay or in terms of hours per week 
—they do not have the disposable income to buy those auto- 
mobiles. In 1920 and 1921 we had a tremendous backlog in de- 
mand, but it did not prevent the price break. 


Mr. Ne son: But I want to see the automobile and house 
reduced in price not by unnatural means; I want to see the prices 
lowered through increased production. There is no excuse for the 
present restrictions which labor has put on itself in the building 
of automobiles and in the building of houses. This constant tur- 
moil which has been in the market prevents them from getting 
the parts which they need in order to make these efficiently and 
go through the line of production. I want to see us come back 
to the position where we get good wages—high wages, as a 
matter of fact—but give more of each day’s work for the wages 
which we get. That will bring about an adjustment in prices 
which is healthy. 


Mr. Jacosy: That is very important, and, for my own part, I 
think that those adjustments are on their way. I would look 
for the costs of building an ordinary house to fall 10 or 15 per 
cent in the next six months, just as a result of better materials 
and more skilful and cooperative labor. 

But that raises another question about our present business 
situation. We had in 1946 more man-days lost by labor disputes 
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than in any other year of history. How about 1947? Is that going 
to be marked also by very serious labor disputes and work 
stoppages? 


Mr. Pecrum: There seems to be a good deal of optimism in 
the present situation and less tendency on the part of employers 
and employees to be belligerent, but, nevertheless, it seems to 
me that the horizon is anything but clear. We have pressures on 
every hand for raising wages. We have strike threats. Right now 
we are faced with a very serious strike threat in the petroleum 
industry in California. The coal industry is totally upset. No- 
body knows what Mr. Lewis is going to do, and nobody knows 
whether the coal industry can accept the wage structures and 
thrive under private ownership at the present time. It seems to 
me, therefore, that it would be rather optimistic to assume that 
we now have reached the stage where our labor troubles are over. 


Mr. NEtson: But, on the other hand, you must not overlook 
the fact that the public is sick and tired of industrial disputes 
which affect it directly and which take money out of its pockets. 
The people want to see industrial peace. On the industrial front 
they want to see both management and labor get along so that 
the constant worry and uncertainty which affects everybody is 
dissipated. And I think that Congress is reflecting them. I have 
always thought of Congress as being a weather vane for the 
opinion of the people. I believe that labor leaders are going to be 
statesmen. Most of them are pretty good fellows, I have found, 
and, as they see the way that the wind blows, I am hopeful that 
they are going to come to a definite conclusion that this is not 
the time for increased labor disturbances. 


Mr. Jacosy: I think that you and I, Nelson, are a bit more 
optimistic than Pegrum is on this point. The strikes of 1946, I 
believe, will not be repeated this year. In the first place, if the 
cost of living comes down, it is going to reduce the demand for 
higher wages. In the second place, the strikes of 1946 on the 
whole did not pay out to the worker. Management would have 
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given the worker most of what he got anyway, and the worker lost 
a lot of income which he can less afford to lose this year than he 
could last. There is the other point that, so long as industry 
could pay for the cost of strikes out of reducing its excess profits 
taxes, there was less disposition all around to try to reach a 
settlement. This year, I think, that disposition is going to be 
much stronger. 


Mr. Nexson: There is one other thing which I have found 
in my experience during the war. Ninety-five per cent of the 
American workmen are fine, decent, honest people who want to 
work and who want to produce and who want to see the economy 
kept going ahead and not be dragged down by useless, needless 
disputes—jurisdictional and otherwise. 


Mr. Pecrum: I do not think that the criticism is to be leveled 
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at labor, because, after all, I agree with you that labor is desir- 
ous of continuing employment and so on. The problem which 
really arises is the problem of the cost-price squeeze, and, at the 
present time, the cost-price squeeze is obviously very great. 
Industry is not going to have the excess profits taxes, and it is 
going to resist wage increase. It will be very fine if in the resistance 
they are able to reconcile their differences and their difficulties 
with labor, which feels that, with the constantly rising cost of 
living, its position today, in terms of purchasing power, is not 
nearly so favorable as they would like it to be. 


Mr. Jacospy: That, of course, gives rise to the question of 
what kind of economic policies the country ought to follow in 
the present situation. Speaking for myself, it seems to me that 
we should applaud the efforts of Congress to try to cut federal 
spending, to defer public works, and to reduce the public debts 
so far as we can, on the ground that the major problem before us 
is still a problem of preventing inflationary spurts in prices rather 
than deflation. Would you agree? 


Mr. Pecrum: Yes, I would like to see Congress cut the federal 
budget and cut all federal expenditures. I would also like to 
3 The Department of Commerce reports that average hours and earnings for 


all wage and salary workers in private nonagricultural industries for selected 
years were: 


ANNUAL AVERAGES QuarRTERLY AVERAGES 
ITEM ; j 
First Third 
1939 1941 Quarter Quarter 
1945 1946* 
Total private nonagricultural industry: 
Average weekly wage salary (dollars)....] $24.52 $28.28 $44.27 $45.28 
Average hours worked...............+- 40.3 41.4 44.0 41.3 
Average hourly wage salary (dollars)....}| $ 0.608 $ 0.683 $ 1.007 $ 1.096 
Nonmanufacturing: 
Average weekly wage-salary (dollars)....] $23.60 $26.08 $37.86 $43.06 
Average hours worked.............-++- 41.7 41.9 42.8 42.01 
Average hourly wage-salary (dollars)....| $ 0.565 $ 0.623 $ 0.885 $ 1.025 
Manufacturing: 
ped weekly wage-salary (dollars)....] $26.21 $31.79 $51.95 $48.78 
Average hours worked ................ Cine 40.6 45.4 40.1 
Average hourly wage-salary (dollars)....] $ 0.695 £ 0.783 $ 1.144 $ 1.216 
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(Washington: Government Printing Office, October 1, 1946). 


see our state and our city here do the same thing. I look with 
very considerable alarm on the expansion of public works at the 
present time when every pressure is upward on prices. 


Mr. Jacosy: I have been much interested to notice that the 
state of California is projecting a two-billion, eight-hundred- 
million-dollar highway program at this time. It seems to me that, 
much as those superhighways are needed, now is a very bad time 
to try to build them. The result will be to do nothing but com- 
pete for construction labor and materials and thereby raise the 
costs of housing and other kinds of construction. In addition, we 
may need the jobs which highway building will provide three or 


four years from now, and we do not need them at the present 
moment. 


Mr. Pecrum: This is at the very time when allocation of 
goods to immediate needs is virtually in the category of wartime 
and when we ought almost to have priorities reestablished. 
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Mr. Jacosy: If I may summarize our discussion to the present 
moment, I think that we have agreed that the present business 
situation is one of unparalleled prosperity but great instability. 
We think that collapse is not inevitable in 1947 but that we have 
a badly unbalanced price structure. Farm products prices and 
food prices will probably decline, and the cost of living may come 
down moderately. But we must prevent further spurts in prices 
which would throw this price structure further out of balance 
and make, later on, for a sharp downtrend spiral which would 
spread through the whole economy and into production as well 
as prices. We thus need to develop a surplus in the federal bud- 
get and cut the debt;4 and we need to try to raise the incomes of 
the teachers and civil servants and people in the relatively fixed 
income groups who have not had very much wage or salary ad- 
justment yet. 

But how about the second part of this postwar pattern—the 
severe, prolonged recession which usually comes half-a-dozen 
years or more after the war ends? Will the 1929 crash be re- 
‘peated, when for three years we had almost a continuous fall in 
prices and production, so that we had fifteen million unemployed 
and had cut our production index to less than half? What is your 
answer to that? 


Mr. Pecrum: I do not see any inevitability in a repetition of 
the 1929 collapse. The previous points which we have been 
making relate to a readjustment of price levels to postwar condi- 
tions. That does not mean, as so many people seem to think, in 


4 The direct debt of the federal government for selected years was as follows 
(in millions of dollars): 


Outstanding Outstanding 

Period at End of Period at End of 
Period Period 

LOAD itis cine ot wdelet 58,020 269,422 
Bb Suire re vate ws aeesc sin 108,170 238,887 
BEG te Sie ote ws sea 165,878 279,214 
EMEC y ev cavers vias w er 230,630 276,012 
ONT hae SO SR Pere 230,630 273,898 
pt ee Be Ace ee ew) 278,115 272,583 
269,422 


PROGRESS IN RECONVERSION 


asia tires avery 19414100) 


Se pecios okt 1940-41100 


3 


Note: Bereouiades/s are ayes on units prociiced or shipped. 
* Production, all others are shipments. © 


Source: Jbid. 


my opinion at least, a collapse of the 1929 order. Whether that 
will come after we get onto a postwar peacetime basis will de- 
pend upon the policies which we follow. If we follow the policies 
of the twenties—where we raised tariffs, where we extended 
credit on instalment buying indefinitely, where we tried to sup- 
port prices, where we at least did not discourage monopolies, 
and where at the same time that we loaned abroad we were 
creating the problems of how to pay us by not allowing the goods 
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to come in—if we do that, we then are going to encourage eco- 
nomic nationalism which will make collapse inevitable. The 
thing which we have to do now is to see that there is no repetition 
of that; and, if we have no repetition, I see no reason for a 1929 
collapse. 


Mr. NE tson: That interests me tremendously, because I feel 
very definitely that our problem, as I have kept saying (and I do 
not want to tire you out with it), is one of expansion of the 
economy, not alone at home, but abroad. Certainly we must 
have learned during that period from 1920 to 1929 that just giv- 
ing away money is not the answer. To me the answer is to go out 
into the world and help to,expand our industry, our “know- 
how’ ’—the one great thing we have. The thing which startled the 
whole world was this ability of Americans—American manage- 
ment and American labor—to take natural resources and pro- 
duce them into useful things. I want to see us avoid that 1929 
collapse by that expansion out into the world. 

During the war I flew around the world three times, and I saw 
the utmost poverty, distressing poverty, of over half of the 
world, as I flew over, and saw the many people who have not 
enough on which to subsist. 


Mr. Jacosy: But they have natural resources. 


Mr. NE tson: They have the natural resources, but they need 
the “know-how.” They have not administrative ability; they do 
not know how to produce. Let us take China, for example. There 
are four or five hundred million people in China, all of whom 
work awfully hard. They work, with a good sense of humor, 
harder than anybody has ever worked in this country but at 
doing useless work, like carrying water on their shoulders up six 
hundred steps in Chungking, where I lived for quite a period. 
One little pump would have taken the water up there and re- 
lieved the labor of three thousand coolies and let them get into 
producing the things which they need to improve their standard 
of living. 
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Mr. Jacosy: How do the Chinese get the bulldozers, the 
pumps, the elevators, the spindles, the Diesel engines, and the 
other paraphernalia for production? 


Mr. Netson: I would like to see the improvement of the 
industrial production of China done by private capital. I would 
like to see private capital go into the parts of the world which 
have natural resources, like China, and teach the Chinese—yes, 
selfishly but not exploitively (I do not want to see any exploita- 
tion). There are big profits to be made there; there are profits in 
making textiles in China which can be sold to other parts of the 
world. I believe that with some encouragement on the part of the 
government—some guarantee, perhaps through the World 
Bank, or guarantee through the government—of expanded capi- 
tal, they will learn to produce things which they can sell to them- 
selves and to the world. 


Mr. Pecrum: That raises two or three questions in my mind. 
One is how we get the capital abroad with the political un- 
certainty which exists in so many of those countries. Private 
capital needs political stability. 
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Mk. Netsow: That is right. But wait a minute right there. I 
nink that political stability is based on economic stability. 


Mr. Pecrum: But we do not have any political stability in 
yhina and have to get the capital in. 


Mr. NEtson: We have not, but it is an economic situation. 


Mr. Pecrum: And how do you get private investors to invest 
1 China under existing circumstances? 


Mr. Netson: If we took the proper position with respect to 
Kpansion of industry in China, I think that we would see 
olitical stability come about. 


Mr. Jacosy: We have in the World Bank an agency for the 
uaranteeing, by all of the participating countries, of loans by 
rivate capital to other countries. 


\ 
Mr. Pecrum: But is the World Bank not going to make its 
vans on the basis of those countries which are politically 
cceptable? 


Mr. Jacosy: What Nelson is saying, as I take it, is that the 
Vorld Bank must be imaginative and progressive and willing 
> take some risk. 


Mr. Ne son: That is right. I keep coming back to the major 
oint that political instability is a result of economic instability. 
Vhen people are looking up, when they have hope, when they see 
nat they are going to be better in the world, political instability 
2ases, or it diminishes. While, of course, it is very bad in China, 
s General Marshall found (after all his hard work, he was not 
ble to bring about a political stability), I still think, if accom- 
anied by a promise of economic stability, that political in- 
‘ability would begin to disappear. 


Mr. Pecrum: Even if we accepted the possibility of political 
ability, which is not very promising, it seems to me, we still 
ave the very grave additional problem of getting payments 
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back. After we have made our loans abroad and made these bis 
profits which you envisage, the payments for them have to com1 
back to this country, and when they come back to this country; 
they must come back in some form. We obviously do not wan) 
gold. They will come back in the form of goods and services pre; 
sumably. We do not allow those goods to come in even at the 
present time. For example, if I get a pair of woolen socks sent as 
a present from Canada, I pay 90 per cent duty on them— 
one dollar and eighty cents on a two-dollar pair of socks. Al 
around we have duties designed to keep out these imports, and 
at the same time, we are advocating, as we did in the twenties 
making investments abroad to buy those goods and services. — 


Mr. Ne son: That is right, but I think that we have to have 
imagination and statesmanship. Those are the things which are 
needed. There are all kinds of devices which can improve anc 
expand our trade with countries like China. I just wish that | 
had the time to tell you some of the solutions which I believe 
can be found to that very problem in the case of China. 


Mr. Pecrum: But you would agree that, first of all, we hav 
to insist on a marked reduction in tariffs, would you not? 


Mr. NE son: That we do. 


Mr. Jacosy: I think we all agree on that. 

In considering the question of whether, after this catching-uy 
period on present demands is over (in five or six or seven years 
we will face something like 1929 again—a serious and prolonge: 
collapse—we have said that that too is not inevitable and tha 
expansion of world trade, with the United States’ exporting it 
genius in mass production of durable goods. .... 


Mr. Ne son: Right. 
Mr. Jacosy:.... and being willing to adjust itself to accep 


the handicrafts and the travel and the other commodities whic] 
other countries can provide us, may offer one way of avoidin 
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hat collapse. Do we not also have to recognize that we should 
ow reduce our debt and save government spending for a time 
ater on when it may help to produce more employment? The 
ong-run problem of avoiding collapse is certainly a more diffi- 
ult one than the immediate problem of a possible recession in 
947. 


Mr. Pecrum: May I just introduce one caveat? We must 
ecognize the fact that this whole business is going to cause 
onsiderable difficulty within the country. 


Mr. Jacosy: That is correct. 
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What Do You Think? 


1. What is the status of the American economy today? Do we haw 
inflation? How much production? Do we have full employment 
Are there distortions in the economy? Is the price structure out cé 
line? On all items? How can these be readjusted? How will such ad 
justments affect other parts of the economy? 

2. What are the problems involved in predicting phases of the economi3 
cycle? What are the factors in the present economic position in thi} 
country which point toward boom? Toward depression? 


3. Do you agree that labor is caught in a wage-price squeeze today? 
How can this situation best be solved? Do you favor wage increase2 
at this time as necessary to support the market and keep up purt 
chasing power; or do you think that wage-rate increases will meat! 
further price rises and inflation? Discuss. What is the relation bes 
tween wages and productivity? 


4. Do you think that one of the major programs of the United States 
in the next few years should be to expand its trade all over the 
world? What are the benefits to the United States? How can this bs 
accomplished? How should it be financed? What was the history ok 
American foreign trade in the twenties? What were the results? De 
you agree that United States tariffs must be lowered as an important 
step in avoiding economic collapse? Discuss the relation of foreign: 
economic policy to domestic prosperity. 


5. How far do you think increased production will tend to lessen the: 
present strains on the economic system? How would it affect prices?’ 
Wages? How would it bring about readjustment? How can readjust- 
ment be achieved without a general slackening in business activity? 


6. What can be done ow, in your opinion, to avoid boom and bust? 
Outline a program which you would support. What would be the 
role of the Administration? Of Congress? What considerations of 
policy, other than economic, must be taken into account in framing 
a program of action? Discuss the President’s report to Congress on 
the economic situation in 1947. How does the Full Employment Act 
operate? 


7. What do you think should be the role of government in the economic 
affairs of the nation? Do you see a basic cleavage in economic policy 
between those who support programs involving certain amounts of 
government regulation and intervention and those who favor little 
or no government interference? What is the position of those who 
argue that government interference is dangerous? Why do others 
argue that government action is necessary to avoid boom and bust? 
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